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WLLIAMH PAULEY 111, District Judge:

Plaintiff AT&T Corp. ("AT&T") brings this patent
i nfringenent action against Mcrosoft Corporation ("Mcrosoft"),
all eging that certain of Mcrosoft’s products contai ning speech
codecs! infringe its United States Rei ssue Patent No. 32,580 (the
"580 patent”). Those accused products include, anong others,
M crosoft’s Net Meeting video conferencing software, which is
available in certain editions of Mcrosoft’s Wndows operating
system Mcrosoft denies infringenent of the 580 patent and
seeks dism ssal of the conplaint together with a declaratory
j udgnment of noninfringnent, invalidity and unenforceability of

the 580 patent. See AT&T Corp. v. Mcrosoft Corp., 01 Cv. 4872

(WHP), 2003 W. 21459573 (S.D.N. Y. June 24, 2003). Faniliarity

with this Court’s prior Menoranda and Orders is presuned.?

1 "A speech codec is a software programthat is capabl e of
coding — converting a speech signal into a nore conpact code -
and decodi ng — converting the nore conpact code back into a
signal that sounds |like the original speech signal." Anmended
Conplaint ("Am Conpl.") § 14.

2 On June 24, 2003, this Court issued a Menorandum and
Order construing certain clainms in the 580 patent. AT&T Corp. V.




Currently before this Court is AT&T s notion for
partial summary judgnent on Mcrosoft’s affirmative defenses of
equi tabl e estoppel and inplied license. For the reasons set
forth below, AT&T' s notion for partial sunmary judgnent is

gr ant ed.

Dl SCUSSI ON

Summary Judgnent St andard

Rul e 56(c) of the Federal Rules of Civil Procedure
provi des that sunmmary judgnment “shall be rendered forthwith if
t he pl eadi ngs, depositions, answers to interrogatories and
adm ssions on file, together with the affidavits, if any, show
there is no genuine issue as to any material fact and that the

nmoving party is entitled to judgnent as a matter of law " Fed.

R Cv. P. 56(c); accord Celotex Corp. v. Catrett, 477 U. S. 317,

322 (1986); Anderson v. Liberty Lobby, Inc., 477 U S. 242, 247

(1986). The burden of denonstrating the absence of any genuine
dispute as to a naterial fact rests with the noving party. See,

e.q., Adickes v. S.H Kress & Co., 398 U. S. 144, 157 (1970);

M crosoft Corp., 01 Cv. 4872 (WHP), 2003 W 21459573 (S.D.N.Y.
June 24, 2003). On Septenber 3, 2003, this Court issued an O der
anending its construction of the term"representative." AT&T
Corp. v. Mcrosoft Corp., 01 Gv. 4872 (WHP) (S.D.N. Y. Sept. 3,
2003). Additionally, on Novenber 5, 2003, this Court issued a
Menor andum and Order granting Mcrosoft’s notion for parti al
summary judgnent |imting danmages pursuant to the patent marking
statute, 35 U S.C. § 287(a). AT&T Corp. v. Mcrosoft Corp., 290
F. Supp. 2d 409 (S.D.N. Y. 2003).
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Gady v. Affiliated Cent., Inc., 130 F.3d 553, 559 (2d Gr.

1997). The novant may neet this burden by denonstrating a | ack
of evidence to support the nonnovant’s case on a nmaterial issue
on whi ch the nonnovant has the burden of proof. Celotex, 477
U S. at 323.

To defeat a sunmmary judgnment notion, the nonnoving
party rmust do "nore than sinply show that there is sone

nmet aphysi cal doubt as to the material facts."”™ Matsushita El ec.

I ndus. Co. v. Zenith Radio Corp., 475 U. S. 574, 586 (1986).

| ndeed, the nonnoving party nust "set forth specific facts
showi ng that there is a genuine issue for trial." Fed. R Cv.

P. 56(e); accord Matsushita Elec., 475 U S. at 587. 1In

eval uating the record to determ ne whether there is a genuine
issue as to any material fact, the "evidence of the nonnovant is
to be believed and all justifiable inferences are to be drawn in

his favor.” Liberty Lobby, 477 U.S. at 255.

I1. Equi t abl e Est oppel

"Equi tabl e estoppel may be inposed in a patent case
when a patentee induces another party to believe that it will not

sue that party for infringenent." Forest lLabs., Inc. v. Abbott

Labs., 339 F.3d 1324, 1329 (Fed. Cr. 2003). To prove the
affirmati ve defense of equitable estoppel, an alleged infringer

must establish by a preponderance of the evidence that: (1)



"[t] he patentee, through m sl eading conduct® |ed the alleged
infringer to reasonably infer that it did not intend to enforce
its patent against the alleged infringer"; (2) "[t]he alleged
infringer relie[d] on that conduct”; and (3) "[d]jue to its
reliance, the alleged infringer will be materially prejudiced if
the patentee is allowed to proceed with its infringenment claim?"”

A.C. Aukerman Co. v. R L. Chaides Constr. Co., 960 F.2d 1020,

1028, 1046 (Fed. G r. 1992) (en banc); accord Ecolab, Inc. v.

Envi rochem Inc., 264 F.3d 1358, 1371 (Fed. G r. 2001); Henstreet

v. Conputer Entry Sys. Corp., 972 F.2d 1290, 1294 (Fed. GCr

1992) .

Even assum ng argquendo that AT&T engaged in a course of
m sl eadi ng conduct which reasonably gave rise to an inference
that it was not going to enforce the 580 patent agai nst
M crosoft, sunmmary judgnment is appropriate because M crosoft did
not have know edge of AT&T' s 580 patent at the tine it
i ncorporated the accused codecs into its software. See AT&T

Corp. v. Mcrosoft Corp., 290 F. Supp. 2d 409 (S.D.N. Y. 2003)

(hol ding that AT&T notified Mcrosoft of its possible
infringement in April 1999, long after the infringing codecs were

incorporated into Mcrosoft’s allegedly infringing software); M

3 "*Conduct’ may include specific statenents, action,
I naction, or silence where there was an obligation to speak."”
A.C. Aukerman Co. v. R L. Chaides Constr. Co., 960 F.2d 1020,
1028 (Fed. G r. 1992) (en banc).

-4-



Qop. at 22; Transcript of Oral Argunent, dated Decenber 22, 2003
("Tr.") at 86. It is axiomatic that to assert equitable
estoppel, the alleged infringer nust have been aware of the
patent at issue when it undertook its infringing activities.

See, e.qg., Auckerman, 960 F.2d at 1042; Wnbond El ecs. Corp. V.

I.T.C, 262 F.3d 1363, 1374 (Fed. G r. 2001). Indeed, the
Federal Circuit has held that "[i]t is clear . . . that [to
assert] equitable estoppel the alleged infringer cannot be
unaware -- as i s possible under |aches -- of the patentee and/or
its patent.” Auckerman, 960 F.2d at 1042. M crosoft concedes
that it cannot establish know edge of AT&T s 580 patent at the
time it incorporated the accused codec into its software. (Tr.
at 86 ("I wll state for the record, Mcrosoft did not know of
the 580 patent until it received a letter fromAT&T in April of
1999."); Ms Qpp. at 22 ("Should . . . the Court determ ne that
knowl edge of the patent is a threshold requirenent for estoppel,
AT&T' s notion should be granted . . . because it is undi sputed
that M crosoft | acked know edge of the 580 patent before Apri
1999.").)
Specifically, Blake Irving, Mcrosoft’s corporate

desi gnee responsi bl e for devel opnent of its NetMeeting software,
di scl ai med knowl edge of AT&T s 580 patent at the tine of the
al  eged infringenent:

Q Besides the agreenent with Intel was there anything

el se that gave Mcrosoft the belief that it wouldn't
have any patent exposure from shipping Net Meeting?
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A No, not to ny recollection.

* k%

Q Besides the assurance fromlintel that it was free
to license this H 323 stack, was there anything el se
that led Mcrosoft to believe that it would not have
any patent issues associated with using that code?

A No.

* % *

Q Isn't it true, then, that there was nothing that
AT&T did vis-a-vis Mcrosoft that led Mcrosoft to the
conclusion that it was free to include the H 323 stack
within NetMeeting wthout a fear of patent infringenent
i ssues?

A W were never contacted by AT&T about intellectual
property or patent rights inside H 323 in any way.

* k%

Q Well, you testified that the reason M crosoft
concluded that it could include the H 323 stack within
Net Meeting wi thout fear of infringenent issues was the
assurance fromlntel, correct?

A: Correct?
Q And that was the only reason; correct?
A.  Correct.

Q So doesn't it stand to reason then that there’s
not hi ng that AT&T did vis-avis Mcrosoft that
contributed to that decision?

A That is correct.

Q During your tenure as head of the NetMeeting

devel opnent team did you ever cone to the belief that
AT&T had aut horized Mcrosoft to practice G 723

t echnol ogy without any fear of patent enforcenent from
AT&T?



A: Mcrosoft had no know edge that AT&T had any patent
cl ai m agai nst Net Meeti ng.

* % *

Q Isn't it true, then, that during the tine of the
devel opment of NetMeeting through its [aunch as a
product, M crosoft never came to the conclusion that
AT&T had aut horized Mcrosoft to practice any patented
t echnol ogy associated with the G 723?

A Mcrosoft was not aware that AT&T had any patent
cl ai ns agai nst Net Meeti ng.

* % %

Q Well, ny question was whether M crosoft ever cane
to the conclusion that AT&T had authorized M crosoft to
practice any AT&T patents associated with G 7237

A | guess | don’t know how | answer that when we
didn’t know that AT&T was a patent hol der or was nmaking
aclaim it's hard for me to — | don’t know how to

answer that question.

Q Well, given that Mcrosoft wasn’'t aware that AT&T
was a patent holder in the G 723 space, is it fair to
say therefore that Mcrosoft did not believe that it
had been authorized by AT&T to practice AT&T patents in
t hat space?

A, Yes, | think that’'s fair.

* k% %

Q So the question nowis: At any time did you
personal |y ever cone to believe that AT&T had
aut horized M crosoft to practice AT&T patents
associated with G 723?

A: | never knew that AT&T had patents in the area;
therefore, | never thought we were authorized on
t hi nki ng they had any cl ai s.

(Rul e 30(b)(6) Deposition of Blake Irving, dated Novenber 21,

2002 ("Irving Dep.") at 61-62, 65-66, 74-77.)



Summary judgnent is additionally appropriate because
M crosoft cannot establish reliance on AT&T' s m sl eadi ng conduct.

See Auckerman, 960 F.2d at 1042-43 ("The second el enent,

reliance, . . . is essential to equitable estoppel."); Forest
Labs., 339 F.3d at 1329 ("Reliance by the [alleged infringer] as
well as prejudice are required in order to estop the patentee
fromlater suing."). To establish reliance "[t]he accused
infringer nmust show that, in fact, it substantially relied on the
m sl eadi ng conduct of the patentee in connection with taking sone
action.” Auckerman, 960 F.2d at 1042-43.

M crosoft notes that it worked with AT&T in devel opi ng
W ndows- based conputers that contained its NetMeeting software
with the accused codec, as well certain AT&T services. (M5 Opp.
at 12-19; Tr. at 91-93.) Mcrosoft argues that it relied on
AT&T s silence concerning any infringenment of the 580 patent when
it enployed the accused codec in its NetMeeting software. (Tr.
at 88-89.) The undi sputed evidence, however, does not support
M crosoft’s argunment. Specifically, Irving s unrefuted
deposition testinony undermnes Mcrosoft’s position. |Irving
unequi vocal |y denied Mcrosoft’s reliance on any AT&T m sconduct
in incorporating the accused codec into Mcrosoft’s Net Meeting
software. (lrving Dep. at 61-62, 65-66, 74-77.) Indeed, Irving
repeatedly attributed Mcrosoft’s inplenentation of the accused

codec to Mcrosoft’s desire to enploy the latest |ITU standard-



conpliant technol ogy* and to assurances from non-party Intel that
M crosoft was permtted to include the accused codec within its
Net Meeting software. (Irving Dep. at 61-62, 65-66, 74-77; see

al so Deposition of Toby Lee N xon, dated August 13, 2003 ("N xon
Dep.") at 61-63 (Mcrosoft’s standards body representative
attributing incorporation of accused codec into Net Meeting
software solely to Intel’s conduct); Deposition of Mcrosoft In-
House Counsel, Cory Hunter Van Arsdale, Esq. ("Van Arsdale Dep.")
at 21-23, 108 (no know edge of AT&T aut horizing Mcrosoft to
practice the 580 patent).)

M crosoft submitted no evidence contradicting or even
explaining Irving s disclainmer of reliance fromwhich one m ght
infer AT&T' s consent to Mcrosoft’s use of the accused codecs.
Accordingly, Mcrosoft is not entitled to assert equitable
estoppel . Auckerman, 960 F.2d at 1042-43 ("The accused infringer
must show that, in fact, it substantially relied on the
m sl eadi ng conduct of the patentee in connection with taking sone

action.").

4 The International Tel ecommunications Union (the "ITU") is
an organi zation that determ nes uniform standards for, inter
alia, video and audi o conferencing. The |ITU reconmended t hat
audi o codecs conply with a certain standard for uniformty in the
mar ket pl ace, the G 723 or G 723.1 codec. AT&T alleges that the
technology in its 580 patent is essential to practice this ITU
standard and that Mcrosoft infringed its patent by incorporating
the | TU standard codec, w thout authorization, into its
Net Meeting software. See AT&T Corp., 290 F. Supp. 2d at 411 n. 3.
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Since Mcrosoft cannot establish reliance on AT&T' s
conduct or know edge of the 580 patent, it cannot assert an
affirmati ve defense of equitable estoppel as a natter of |aw.

Aucker man, 960 F.2d at 1042-43.

[11. Inplied License

AT&T al so noves to prohibit Mcrosoft from asserting
the affirmative defense of inplied license at trial. Wether an

inplied license exists is a question of law. Met-Coil Sys. Corp.

V. Korners Unlimted, Inc., 803 F.2d 684, 687 (Fed. Cr. 1986).

An inplied license signifies a patent owner’s "waiver of the
statutory right to exclude others from nmaking, using or selling

the patented invention." Wang Labs., Inc. v. Mtsubishi Elecs.

Am . Inc., 103 F.3d 1571, 1580 (Fed. Cir. 1997) (citations

omtted). Essentially, it is an allegation that the patentee’s
statenents or conduct | ed the accused infringer to infer consent
to its use of the patent. Inplied |licenses may be granted

t hrough the theories of acqui escence, conduct, equitable
estoppel, or legal estoppel. Wang Labs., 103 F.3d at 1580.

These | abel s describe "different categories of conduct which | ead

to the sanme conclusion: an inplied license.” Wang Labs., 103

F.3d at 1580. The Federal Circuit has cautioned, however, that
"judicially inplied licenses are rare under any doctrine." Wang

Labs., 103 F.3d at 1581. Mcrosoft asserts an inplied |icense
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based on equitabl e estoppel, acquiescence and conduct. (MS Opp.
at 10; PI. Ex. 2 at 36-39.) Mcrosoft bears the burden of

proving the inplied |icense affirmati ve defense. Bandag, Inc. v.

Al Bolser’s Tire Stores, Inc., 750 F.2d 903, 924 (Fed. G r. 1984)

(citing Bassick M'g Co. v. Adans Grease Gun Corp., 54 F.2d 285,

286 (2d Gir. 1931)).

A. Inplied License by Equitable Estoppel

The test for inplied license by equitable estoppel is
nearly identical to that for equitable estoppel, requiring: (1)
reliance by the alleged infringer on the patentee’s conduct or
| ack of conduct in creating the infringing good; and (2)
know edge of the patent at the time of the infringenent.?®
W ndbond, 262 F.3d at 1374; Aukerman, 960 F.2d at 1028, 1042-43.
"One common thread in cases in which [inplied |license by]
equi tabl e estoppel applies is that the actor conmtted hinmself to

act, and indeed acted, as a direct consequence of another’s

conduct." Bandag, 750 F.2d at 925 (reversing finding of inplied
| i cense where alleged infringer could not show reliance) (citing

HM Stickle v. Heublein, Inc., 716 F.2d 1550, 1559 (Fed. G r

> The primary difference between inplied |license by
equi tabl e estoppel and the doctrine of equitable estoppel is that
the former "l ooks for an affirmative grant of consent or
perm ssion to make, use, or sell: i.e., alicense," and the
| atter "focuses on ‘m sleading’ conduct suggesting that the
patentee will not enforce patent rights.” Wang Labs., 103 F. 3d
at 1581.
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1983)). As noted, Mcrosoft cannot establish as a matter of |aw
that it relied on AT&T s conduct or knew of the 580 patent at the
time of the alleged infringenent. See supra Section Il; see also
W ndbond, 262 F.3d at 1374 (holding that alleged infringer could
not assert an inplied |icense by equitabl e estoppel because, |ike
M crosoft, it was unaware of plaintiff’s patent); Bandag, 750
F.2d at 925 (holding that an inplied |icense based on equitable
estoppel only applies where there is reliance). Accordingly,
AT&T' s nmotion for partial summary judgnment on Mcrosoft’s
affirmati ve defense of inplied |icense by equitable estoppel is

gr ant ed.

B. Inplied License by Conduct or Acqui escence

To establish an affirmative defense of inplied |icense
by conduct or acqui escence, Mcrosoft nust show a nexus between
AT&T' s course of conduct or purported waiver of its patent rights

and the allegedly infringing action. See, e.q., De Forest Radio

Tel. & Tel. Co. v. United States, 273 U.S. 236, 241 (1927)

(holding that an inplied |icense exists where the patentee
"consents to his use of the patent in nmaking or using it, or

selling it, upon which the other acts"); Wang Labs., 103 F.3d at

1582 (finding inplied |icense where accused infringer relied on
patentee’ s nunerous public statenments and conduct, show ng cl ear
acqui escence, in creating the infringing goods); Wndbond, 262

F.3d at 1374 ("An inplied license finding [under any theory]
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requires a nexus between the patentee’s purported wai ver and the
infringing action."); Bandag, 750 F.2d at 925-26 (reversing
finding of inplied |icense where accused infringer was unaware of
patentee’s actions, and thus did not rely on them when it used

infringing goods); HM Stickle, 716 F.2d at 1559 (affirm ng

finding of no inplied |license because acts of infringenent
occurred after and apart from patentee’s conduct and hol di ng t hat
"[o] ne must have been led to take action by the conduct of the
ot her party").

M crosoft argues that AT&T' s course of conduct with
M crosoft established an inplied |icense to practice the 580
patent technology in its NetMeeting software. An inplied |icense
may only be established where the infringer "properly inferred

consent to its use of [plaintiff’s] . . . patents.” Wang Labs.

103 F. 3d at 1582. Mcrosoft presents no evidence that it
actually inferred that AT&T had consented to the use of its

pat ented technol ogy. Indeed, it is undisputed that Mcrosoft did
not actually rely on any m sl eadi ng conduct or inaction by AT&T
here. As noted, Irving clearly and unequivocally denied relying
on any all eged conduct or acqui escence by AT&T in incorporating
the accused codec into Mcrosoft’s Net Meeting software. See
supra Section Il (citing Irving Dep. at 61-62, 65-66, 74-77).
Accordingly, Mcrosoft cannot sustain an affirmative defense of

inplied |license by conduct or acqui escence as a nmatter of |aw

-13-



CONCLUSI ON

For the reasons set forth above, AT&T' s notion for
partial summary judgnent on Mcrosoft’s affirmative defenses of
inplied license and equitable estoppel is granted and M crosoft

is prohibited fromasserting themat trial.

Dat ed: February 2, 2004
New Yor k, New York

SO ORDERED:
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